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KIKA DE LA GARZA, 15TH DISTRICT, TEXAS------------ .....
100-1172 8 September 1988 Washington DC
THE STRINGS THAT DANGLE FROM FEDERAL LOANS. Uncle Sam makes all sorts of loans
to U.S. businesses, community agencies, civic groups, local governmental entities
such as counties and cities, and even to individuals.
The loan making authority of the federal government is granted by Congress
f"",· thE: express purpose of assisting the dcv~!.cp!::'Cnt. of eccnO!Cic,all~ -d.e}lrf!8s~t!
areas of our country .. If any of the above-mentioned groups is incapable of
finding credit on the private market, several agencies of the federal government
can step in and provide the helping hand.
Over the course of my Congressional career I have assisted scores of
applicants in obtaining economic development funds from the federal ~overnment.
And you can imagine the host of snags and problems that can arise during the
application and approval process.
This article will deal with one recurring problem which is experienced
by applicants for federal loans: the permitted uses by the borrower of excess
revenues generated by a business activity that was initiated with federal monies.
Let's take a hypothetical example. Say, for instance, a business group
wants to build a manufacturing facility and the sponsors demonstrate to the
federal agency that they can create 100 permanent new jobs in South Texas.
The facility will be located in a small city under 10,000 in population--so
the Farmers Home Administration of the U S Department of Agriculture agrees
to make the loan as part of its rural development mission.
The sponsors succeed in getting $5 million to help defray the expense
of facility start-up, and then they are off and running. The plant performs
exceptionally well--even beyond initial estimates.
higher than at first projected.
Revenues are fully 40%
This, of; course, is great news for the new manufacturing facility--and
the board of directors wishes to invest some of these excess revenues in a
further expansion of the plant' s capacity.
no.
But the federal government says
Why is this? The federal government contract issued by the USDA Farmers
Home Administration states that "Revenue accumulated over and above that needed
to pay operating and maintenance, debt service and reserves may only be retained
or used to make prepayments on the loan."
(over)
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What the federal agency is saying amounts to this: the first and foremost
obligation of any borrower is to repay the loan--then you can spend your revenues
any which way you please.
This example of the manufacturing plant is not at all mythical. The problem
of excess revenues is one with which your Congressman has dealt many times.
And it I S frustrating to a 'borrower who has a very successful enterprise and
feels the revenues over and above the normal monthly loan paYJl"nts should be
free for any type of use his or her business wishes to pursue.
But such is not the case in direct federal loan programs. The first
responsibility is to pay-off the loan in its entirety. This protects the
legitimate taxpayer investment risk--and it is, by and large, the federal policy.
We are about to begin a new government fiscal year on October I, 1988,
and your Congressman repeats his long-standing pledge to South Texans who are
seeking federal loan assistance: contact our Congressional office in Washington
and my help is yours for the asking to any extent possible.
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DE LA GARZA CONFERS WITH OUTGOING MEXICAN PRESIDENT. The Mexican Government
has a tradition whereby the outgoing President of the country gives a farewell
address to the nation delivered before a joint legislative assembly of the
Nexican House and Senate.
Your Congressman was honored by the Mexican Government with an invitation
to attend this event last week in Mexico City and to meet with our friend Miguel
de la Madrid, the outgoing President.
Our visit and talks with President de la Madrid were cordial and, as always,
productive in terms of continuing our nation 0 s long friendship with Mexico.
We wish President de la Madrid every happiness in private life.
In addition to the meeting with President de la Madrid, we conversed with
other high-level Mexican federal officials with an emphasis on furthering our
dialogue on agriculture trade and other related problems.
On an ~a't']ier trip to 'M.€'1d.C0. I h~d mt't with the n~w Pres;i.dent-'?lI:-ct s
Carlos Salinas de Gortari, and we have nothing but fond wishes for the success
of his upcoming Administration.
neighbor can be called upon to do.
iF
We are here to help in whatever way a good
iF
VISITORS FROM HOME. Dr and Mrs Jorge de la Garza (your Congressman's son!)
with our grandchildren Christina, Jorge and Laura--of Guantanamo Bay, Cuba;
Mr and Mrs Dan Beltran, with Danny & Dianna, of ~lcAllen; Mr and Mrs Rodney
Duzich of Portland.
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